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BRUCE W. FERGUSON

PRESIDENT
OTIS COLLEGE OF ART AND DESIGN

For nearly a decade the Otis Report on the Creative Economy [Dtis Report) has
illustrated the enormous impact the creative industries have had on the health and
stahility of the overall economy. Since 2007, Otis has commissioned the

Los Angeles County Economic Development Corporation (LAEDC) to measure,
assess, and project the economic impacts of the creative industries in the

Los Angeles region. The Otis Report has expanded and flourished over the years
to become a powerful advocacy tool for the nonprofit arts community, bringing
together leaders across disciplines and sectors to advance policies in support of
arts education, and inspiring countless municipalities, both in the U.S. and ahroad,
toresearch and document the economic contributions of artists and creative
businesses in their own communities.

In 2013, with the generous support of the California Arts Council, Otis and the
LAEDC were able to broaden the scope of analysis to include a statewide report.
2015 marks the third iteration of the annual Otis Report on the Creative Economy
of California. The full California Report will be unveiled at a public hearing in
Sacramento before the Joint Committee on the Arts—a committee consisting

of representatives from both the California Senate and Assembly. Further
information on the release of the statewide report can be found at the California
Arts Council’'s website, at http://www.arts.ca.gov.

New to this year’'s Otis Report is a comparative analysis of the number and relative
concentration of creative jobsin the top five Metropolitan Statistical Areas of

the United States. Specifically, L.A.'s Statistical Metropalitan Area (also referred
to asthe L.A. region in this report) contains over 418,000 creative jobs out of the
total 4,955,400 salary and wage jobs in the area—a share of over 8.4%. New York's
Metropolitan Area comes in second with 402,000 creative jobs out of 7,515,400,
which translates to 5.4% of the share. Chicago comes in third with 133,800 jobs
outof 3,794,400, or around 3.5% of the total share of salary and wages jobs. There
is no other metropolitan area that can hoast the highest number and greatest
concentration of creative industries jobs as Los Angeles.

Here are a few highlights of the 2015 Otis Report related specifically to the
Los Angelesregion:

The total economic output of the creative industries in 2014 totaled $176.9
billion (direct, indirect, and induced effects), which carresponds to nearly
13% of the region’s gross domestic product of SB61 billion.

The creative industries in the L.A. region generated an additional $7.7 billion
intax revenue (property, state, local personal income, and sales), which
was nearly half of the $15.5 billion in tax revenues generated by creative
industries statewide.
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« Thecreative industriesinthe Los Angeles region include over 744,100
jobs (direct, indirect, and induced).

« These jobs had atotal labor income of $563.4 billion (direct, indirect,
and induced).

The Otis Report demonstrates that creativity and innovation thrive in Los Angeles,
and the current renaissance happening throughout the city echoes this. New
businesses, motion picture and television studios, restaurants, museums, start-
ups, and tech hubs exhibit how the creative economy is intimately tied to the health
and well-being of our citizens and communities. In an increasingly globalized
world, where creative thinking and innovation are at the core of advancement, itis
critical that leaders from the public, private, and nonprofit sectors work together to
nurture and challenge the creative economy to continue to flourish and thrive.

AKNOWLEDGEMENTS

This year’s Otis Report would not have been possible without the generous support
of the many organizations and companies that have invested their resources to
advance creativity and innovation in our community. On behalf of the College,

I would like to express my deepest appreciation to the Los Angeles County
Economic Development Corporation’s Kyser Center for Economic Research for
again creating a compelling and rich analysis.

| would also like to thank our report sponsors for their incredible support and
leadership: the California Arts Council, Mattel, the City of Los Angeles, Department
of Cultural Affairs, and City National Bank. Special thanks to this year’'s event
sponsars include our friends at DOPR Construction, Arthur J. Gallagher & Co., Ban
Appeétit Management Company, Hirtle, Callaghan & Co., and Moss Adams LLP.
Additional support was provided by Marsh. Thank you to our media partners Arts
for LA, Arts Orange County, Californians for the Arts, and LAX Coastal Chamber

of Commerce.

Finally, thank you and congratulations to our creative colleagues for their success
and determination in making Los Angeles the creative epicenter of the globe. We
look forward to continued growth and many more triumphs in the years to come.

Bruce W. Ferguson
President
Otis College of Art and Design

Otis prepares diverse students of art and design to enrich our warld through their creativity, their skill, and their
vision. The College offers an interdisciplinary education for approximately 1,200 full-time students, awarding
BFA degrees in Architecture/Landscape/Interiors, Communication Arts, Digital Media, Fashion Design, Fine
Arts, Praduct Design, and Toy Design, and MFA degrees in Fine Arts, Graphic Design, Public Practice, and
Writing. Through Continuing Education & Pre-College Programs, Otis offers a wide range of art and design
courses and programs forall ages, including children and teens. For information, visit www.atis.edu.
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The creative industries of the Los Angeles region (Los Angeles and Orange
counties) turned in a solid performance in 2014 in terms of employment, labor
income, and output. Over the five year period covered in this report (2009 to 2014),
direct wage and salary employmentin the region’s creative industries increased
by 11,400 jobs (up by 2.8%) to 418,200. This was a considerable improvement over
the previous five-year cycle (2008 to 2013) during which, employment contracted
by 48,000 jobs (down by 10.5%). In spite of the improvement, however, job growth
inthe creative sectors lagged the 8.3% growth rate recorded for all of region’s
industries from 2009 to 2014. Much of the difference can be explained by the
creative economy’s higher concentration of manufacturing jobs, which have not
fared as well as jobsin other parts of the economy in the aftermath of the

Great Recession.

The Los Angeles region can clearly lay claim to being the Creative Capital of the
U.S. With more than 418,000 wage and salary workers in the creative industries,
the Los Angelesregion is home to the largest number of creative workers of any
metropolitan areain the country, outdistancing the New York City metropolitan
area by 14,000 jobs, despite New York’s larger job base. Chicago is a distant third
with 134,000 jobs, while San Francisco and Seattle are fourth and fifth, each with
fewerthan 100,000 creative economy johs

Total direct laborincome in the creative industries of the Los Angeles region
amounted to $36.1billion in 2014 or13.1% of the annual private sector wage and
salary payrollin the region. Of that total, the entertainment sector contributed
$15.1 billion (primarily motion picture and video production) or nearly half of the
total (41.7%), followed by the visual and performing arts at $6.0 billion, and fashion
at $4.2 billion.

In addition to wage and salary employment, growth in the creative industries is also
driven by talented self-employed individuals. In 2013 (latest data available), there
were 166,404 nonemployer firms in the Los Angeles region’s creative industries
that earned revenues of $7.7 billion. Between 2008 and 2013, the number of self-
employed workers in Los Angeles and Orange counties increased by 156.0% (21,682
firms), slightly outpacing the region’s 14.4% increase across all industries.

While direct job counts in the creative industries of the Los Angeles region were
impressive (418,200 in 2014), they were only one part of a much larger employment
picture. Directemployees are those who work in the creative industries
themselves. Indirect jobs are created when firms in those industries make
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purchases from their suppliers and vendors. Additional induced jobs are generated
when the direct and indirect employees spend their wages on consumer goods and
services. Inthat sense, every job within the creative sector supports or sustains other
jobsinthe region.

Direct, indirect and induced employment in the creative industries of the Los Angeles
region totaled 744,100 jobs in 2014, up from 635,100 in 2013. The labor income
earned by these 744,100 million wage and salary workers was $53.4 billion. Activity
inthe creative sectors not only triggers jobs and spending, butitalso results in

tax revenues for state and local government that help to fund local services like
education and public safety. Property taxes, state and local personal income and
sales taxes generated directly and indirectly by the creative industries were $7.7
billion across the region in 2014.

The creative industries of Los Angeles and Orange County also generated $176.9
billion in economic output. Of that, $109.1 billion was value-added (corporate profits
and labor income). This net economic contribution was the equivalent of 12.7% of the
region’s gross product ($860.6 hillion) in 2014, up from a share 0f 10.6% in 2013, an
indication that the contribution of the creative industries to the region’s economy

is growing.

The Los Angeles region continues to make steady economic progress. Over the
period 2014 to 2019, wage and salary employment in Los Angeles County is expected
togrow by 4.5% and in Orange County by 8.0%. However, the LAEDC projects
creative industry employment will grow faster over that period in both counties.
Creative employmentis expected to increase by 7.0% in Los Angeles County from
360,300 wage and salary jobs in 2014 to 385,400in 2019". In Orange County, creative
economy employmentis expected to increase by 9.7% from 53,400 jobs to 58,100
over the same period.

All of the creative industries in both counties will experience wage and salary job
gains. With a long-awaited lift off in the housing market anticipated in 2016, there
will be increased demand for architecture and interior design, as well as furniture
and the decorative arts. This will drive demand upstream to industrial design. As

the national and state economies continue to expand, household expenditures on
art, entertainment and toys should grow and lend supportto the creative industries.
Throughout this period, job gains will gradually narrow but not close the gap between
current creative economy employment and the pre-recession peak level of 464,200
jobs that prevailed in 2007.

As demonstrated above, the creative industries of the Los Angeles region make
a significant contribution to economic growth and employment. They also foster
innovation and spillover effects that enhance otherindustries. The creative
industries help drive the region’s economy by attracting investment, tourism,
consumer spending and by generating tax revenues. In a post-industrial society,
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activities based on creativity and culture are an essential feature of a flourishing
economy. Creativity and culture also have a non-monetary value in that they
contribute to inclusive social development, dialogue and understanding
between people.

Given the large economic contribution of the creative industries to the regional
economy, itisimportantto ask how stakeholders can nurture, support and grow

the creative economy. Creativity is unique in that it relies on an unlimited resource:

human ingenuity. Growth strategies in the creative economy should therefore
focus on harnessing the development potential of this unlimited resource.

To strengthen the creative economy, a good place to startis atthe beginning of
the creative pipeline, preK-12 education. Education in the arts is a necessary part
of preparing students to meet the demands of the twenty-first century workforce
where workers now have to compete in a global labor market. Arts education
fosters creative, critical thinking, problem solving and collaboration. In this sense,
creativity has become as important in modern education as mastering specific
language and computational skills.

California has one of the strongest polices on arts education in the nation, but
uneven implementation and funding issues have resulted in huge disparities in
the Los Angeles region between schools in affluent areas compared with those in
low income areas. Closing these gaps would go a long way toward creating an even
playing field for all of the children in the region and ensuring a future workforce
with the skills necessary to gain entry into today’'s economy. Additionally,
companies’' decisions about where to locate their businesses are often influenced
by factors such as the ready availahility of a skilled and creative workforce.

Support forthe creative industries must also include policies and initiatives
thatincrease the competitiveness of the region’s creative firms and increase
awareness of the state’s creative and cultural products beyond its borders.
Initiatives may come from state and/or local governments, but the creative
industries themselves should play the dominant role in this process.
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While it is beyond the scope of this report to recommend specific development
strategies, the following is a sampling of strategies that are available:

* Aregional branding initiative

+ Marketing and partnerships that promote cultural tourism

+ Capacity building through programs that teach business skills to entrepreneurs,
professional education, consulting and coaching for business startups

+ Building physical infrastructure (e.g. affordable housing/spaces for artists to
work; improving mohility for people and freight]

+ Creative business incubation

« Training programs that meet the specific needs of targeted industries

+ Accesstofinance

Much has been written about the need for employees in the new economy to work
collaboratively to facilitate the exchange of ideas that leads to innovation. The same
holds true for firms and businesses. This is one of the primary benefits of industry
clustering. While the disparate set of industries that make up the creative economy
do not naturally form a cluster, they are a source of significant spillover effects on
innovation and productivity, tourism and branding, education and social innovation.
Strengthening ties among the creative industries, as well as those between the
creative industries and the broader economy, would encourage cross-innovation,
lend vitality to existing industries, and contribute to the emergence of new industries.
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TABLE1:
2015 CREATIVE ECONOMY REPORT: NUMBERS AT A GLANCE

Los Angeles
County

2014 Employment

Orange County

LA/0OC Region

Los Angeles

2074 Labor Income County

Orange County

LA/OC Region

Los Angeles

2014 Taxes and Output County

Orange County

LA/OC Region

Los Angeles

2013 Nonemployer Firms County

Orange County

LA/OC Region
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KEY FINDINGS
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The Kyser Center for Economic Research was named in November 2007 in honor
of the LAEDC's first Chief Economist, Jack Kyser. The Kyser Center’s economic
research encompasses the Southern California region, which includes: the
counties of Los Angeles, Orange, Riverside, San Bernardino, San Diego and
Ventura. The center also tracks developments and produces forecasts, studies,
and reports on the California, national and international economies.

The economy of the greater Los Angeles region is driven by mare than its famed
entertainment industry. The region’s broad economic base also includes aerospace,
automotive, biotechnology, fashion, manufacturing and international trade. The Kyser
Center conducts research on the individual industries of the region to better
understand ongoing changes in the economy.

The Kyser Center is highly regarded for its accurate and unbiased assessment of the
economy. Kyser Center economists are also sought-after public speakers and
frequent contributors to media coverage of the economy. At the heart of the Kyser
Centeris its mission to provide information, insights and perspectives to help
business leaders, government officials and the general public understand and

take advantage of emerging trends.

Prepared for Otis College of Art and Design by the
Los Angeles County Economic Development Corporation.
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Creativityis one of the Los Angeles region’s foremost economic assets and the
creative economy is undeniably important to the region’s economic growth. In
thisreport, the creative economy is defined as the businesses and individuals
involved in producing cultural, artistic, and design goods and services. It consists
of creative professionals and enterprises that take powerful, original ideas and
transform them into practical and often beautiful goods, orinspire us with

their artistry.

The creative economy also includes organizations that provide a venue for artists
to share their work with the public such as museums, art galleries and theaters.
Finally, the creative economy includes activities one does notinstinctively
associate with creativity such as apparel, toy and furniture manufacturing -

all industries that depend on good design.

In a broader sense, the creative economy mustinclude a support system that
teaches, nurtures and sustains creative activity: arts programs in preK-12 schools,
post-secondary arts institutions to develop talent, and philanthropic foundations
along with other nonprofit funding organizations to provide financial resources,
incentives, and services to the creative arts.

Intoday’s economy, the market value of products and services is increasingly
determined by a product’s uniqueness, performance and aesthetic appeal. More
companies are seeking employees with creativity and out-of-the-box thinking as
well as problem solving and communication skills. Business location decisions are
alsoinfluenced by factors such as the availability of a creative workforce and the
guality of life available to employees. The talent that drives the creative economy
provides a competitive advantage thatreaches across almost every industry in the
Los Angeles region.

Regions acquire a competitive advantage when they attract creative employees
because creative thinkers encourage innovation, which in turn fosters economic
growth. Inrecentyears, advanced technology jobs have heen outsourced in much
the same way basic manufacturing jobs have been sent offshore. But original
artistic creation, innovative design and other higher-level creative work cannot
be outsourced so easily. Creativity builds brand awareness and attracts talented
people to adynamic environment.
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Because creativity is a dynamic function of humanity, the creative economy is
avibrantand vital force in society. Intellectual and aesthetic sensibilities lead
individuals to express themselves through the arts, solve prohlems through
design, and seek out what is beautiful and original. In many ways, the Los Angeles
region is unique because of its combination of place, resources and open attitudes
toward new ideas. This openness to new ideas and the ahility to make associations
and connections that other people do not see is one of the defining characteristics
of creativity. Here, new ideas are constantly given form and brought to life by
creative people.

The industries of the creative economy in the Los Angeles region respond to
the ebbs and flows of the overall economy, not just locally and statewide, but
nationally and globally as well. This section briefly summarizes recent and
anticipated economic conditions and their likely effects on the state’s
creative industries.

The year 2015 was marked by steady growth in the U.S. economy, with gross
domestic product (GDP) expected to match the previous year's growth rate of
2.4%. GOP growth has been modest, butit has also been steady and the source

of solid job gains for several years running. By 2015, the U.S. was closing in on
fullemploymentwith an unemploymentrate of 5.0%. This was an important
milestone for the economy, asitsignals a return to a more normal labor market. At
the same time, a pickup in wage gains drove growth in household incomes, and, in
turn, consumer expenditures, which make up two-thirds of the domestic economy.
Apart from the energy sector, mostindustries of the national economy grew,
adding jobs and undertaking capital expenditures on technology, equipment, and
buildings. International trade was a mixed bag in 2015. A stronger dollar enabled
U.S. consumers and businesses to import more for less, but atthe same time it
made it more difficult for U.S. exporters to make sales given weakness among the
nation’s major trading partners.

GDOP growth is expected to accelerate to 2.8% in 2016, with mostindustries adding
jobs and continuing their capital expenditures. Wage gains will spurincreasesiin
consumer spending, while business spending will maintain momentum. Meanwhile,
housing and construction is expected to do well as a result of demographic
changes: the oldest Millennials are now in their early thirties, the stage of life

to form new households and exert greater demand for both rental and owner-
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occupied housing. Inflation, which was nearly nonexistentin 2015, isincreasing
somewhat but will stay below two percent over the foreseeable future. Finally,
international trade will again face challenges in 2016 as the dollar appreciates
furtherand U.S. trading partners see only marginal improvement in their
economies, if any atall.

California has outpaced the nation in terms of both economic growth and job
creation overthe pastyear. Nearly all of California’s industries added jobs in

2015 and will do so againin 2016. With improvements across much of the state,
California’'s unemploymentrate has converged on long-run normal levels. Personal
income, which has improved during the last several years, will grow more quickly
going forward.

What does all this mean for the creative industries of the Los Angeles region? A
number of creative industries are related directly orindirectly to real estate and
construction: architecture and interior design, furniture and decorative arts, and
product/industrial design. These industries should benefit from strength in real
estate and construction during 2016. Other creative sectors may he more reliant
onoverall consumer spending or spending by individual consumer segments.
Theseinclude art galleries, fashion, entertainment, toys, visual and performing
arts, and digital media. Continued growth in consumer spending in the year 2016
should provide a boost to these industries. Both communications and printing and
publishing may be facing structural changes, but they also tend to be pro-cyclical
with the overall economy. As such, the outlook for continued growth implies that
these sectors will see further expansion in the year ahead.

Atotal of 364,200 wage and salary workers in Los Angeles County were employed
directly in the creative industries in 2014. By sector, the largest employment
counts were in entertainment (135,200 johs), fashion (89,200 jobs), and publishing
and printing (32,300 jobs). Although Los Angeles' iconic entertainment industry
consistently employs the largest number of workers by far - over 37% of total
wage and salary employment - the creative economy of Los Angeles is diverse
with jobs distributed across a wide array of industries.

Directemploymentin Los Angeles County’s creative industries reached its
peakinthiscyclein 2007 at400,500 jobs. Like total employmentin the region,
creative employment fell sharply during the recession. Los Angeles County as a
whole recovered all of its recession-era joh losses by 2014 and has beenin record
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Source: California EDD, QCEW Data

territory since then, but the creative economy is still 36,300 jobs shy of its pre-
recession peak. The five-year period (2009-2014) examined in this report captures
the end of the recession, recovery and expansion with a gain of 3.3% or 11,700 jobs.
By comparison, lastyear's report covered the previous five-year period (2008-
2013), which included the entire recession and the early recovery years, and saw
employment decrease by 9.6% or 37,600 jobs.

Creative industries employment saw a larger decline relative to the overall regional
economy (14.6% vs. 8.0%) during the recession and has been slower to recover. This
can be explained in large part by the disproportionate share of manufacturing jobs
inthe creative economy. In 2014, manufacturing jobs were 10.0% of total nonfarm
wage and salary employmentin Los Angeles County, but 26.3% of total creative
economy employment. Between 2009 and 2014, total job countsin the county’s
manufacturing sector declined by 7.2%, with manufacturing employmentin the
creative industries declining at a roughly similar rate (6.1%). With manufacturing
accounting for a larger share of creative economy employment compared to the
county as awhole, and with creative manufacturing experiencing similar job losses
as other manufacturing sectors, the result has been a weaker turnaround in the
creative industries overall when compared to total county employment.
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Itis encouraging to note that more recently the decline in employmentin some
manufacturing sectors has slowed or even reversed. While employment continues
to contractin textiles and apparel manufacturing along with publishing and
printing, jewelry, furniture and toy manufacturing have all posted small gains over
thelastfive years.

Although some manufacturing jobs are returning as the economy neatrs full
employment, itis unlikely that manufacturing employment will regain prerecession
levels. Over the pastthree decades, manufacturing has shifted to more capital
intensive production, increasing output while using less labor. As a result,
manufacturing employment has shown a trend decline, not justinthe Los Angeles
region, but across the U.S.

Conversely, the share of services employment has been on the rise: design, retail
and wholesale. Service sector jobs that require specialized skills (which exist

in abundance in Los Angeles) or serve the local population are much harder to
outsource. Many local firms choose to maintain domestic design facilities and/or
research and development activities in the U.S. precisely because these are high
value-added activities, less easily replicated elsewhere. Between 2009 and 2014,
creative industries employmentin the service sectorincreased by 9.4%, with
design and wholesale employment now accounting for 74% of creative industries
employment.

Turning to more recent trends, creative industries employmentin Los Angeles
Countyincreased by 2.4% or nearly 8,600 jobs in 2014 compared with the
previous year. The creative industries grew marginally fasterthan the 2.3%
growth rate posted for total private nonfarm employmentin Los Angeles. Over
the year, the visual and performing arts sector recorded the largest gain in both
numerical and percentage terms, adding over 3,500 jobs, an increase of 12.6%.
The entertainmentindustry also posted a notable gain, expanding by 2,500 jobs
(1.9%). Within this sector, motion picture and video production employment, which
accounted 77% of the jobs in the entertainment industry, increased by 2.5%.
After posting small employment declines in 2012 and 2013, the expansion of the
California Film Tax Credit may be having its intended effect, although at this early
stage, overall improvementin the economy was probably a bigger factor.

Elsewhere, employmentwas up in architecture and interior design, digital media,
furniture and decorative arts, publishing and printing, and at fine and performing
arts schools. However, some industries recorded job declines aver the yearin 2014,
notably art galleries, communication arts, fashion, product/industrial design

and toys.
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In Orange County, the creative industries employed nearly 54,000 direct workers

in 2014. In contrastto Los Angeles County, the largest employment sector was
publishing and printing with 12,700 jobs, followed closely by fashion with 11,100 jobs.
Between 2009 and 2014, total creative industries employmentin Orange County
edged down by 0.5% or 300 jobs. A number of sectors saw strong gains in percentage
terms, butthe increase in the number of jobs was quite small. Architecture and
interior design, and digital media both added 900 jobs, expanding by 18.1% and
20.3% respectively. Communication arts and fashion each added 400 jobs, while
small gains were also recorded for toys, visual and performing arts, and fine and
performing arts schoals.

Relatively large losses were suffered by publishing and printing (down by 1,700 jobs);
furniture and decorative arts (1,100 jobs); entertainment (600 jobs); and art galleries
(100 jobs).

Comparing 2014 to 2013, creative industries employmentin Orange County was up by
2,300 jobs (4.5%), the second largest annual gain since 2002 when this report series
began. In comparison, overall employmentin the county increased by 2.5%. In 2014,
every creative industry sectorin Orange County added jobs over the year with the
exception of entertainment, which recorded a decline of 370 jobs distributed across
every segment of the industry except maotion picture distribution, which posted a
slight gain.

www.otis.edu/econreport 2075 Otis Report on the Creative Economy of the Los Angeles Region

Furniture & Decorative Arts

- Product/Industrial Design

B visual & Performing Arts
. - . [ Performing Arts Schoals

Back to Cantents



The Los Angeles region can clearly lay claim to being the Creative Capital of the
U.S. With more than 418,000 wage and salary workers in the creative industries,
the Los Angelesregionis home to the largest number of creative workers of any
metropolitan area in the country, outdistancing the New York City metropolitan
area by 14,000 jobs, despite New York's larger job base. Chicago is a distant third
with 134,000 jobs, while San Francisco and Seattle are fourth and fifth, each with
fewer than 100,000 creative economy jobs.*

The Los Angeles region also had the highest concentration of creative workers

of any major metropolitan area in the country with 8.4% of its wage and salary
jobsinthe creative industries. This placed it well ahead of New York where 5.4%

of its jobs were in the creative industries. In fact, at 6.4% and 6.0% respectively,
the San Jose and Seattle metropolitan areas each had higher concentrations of
creative employmentthan New York, while San Francisco was just behind New York
at5.1%.’

2

New York had 7.5 million
wage and salary workersin
2014, while Los Angeles had
5.0 million and Chicago had
3.8 million. San Francisco
and Seattle each had less
than 2 million wage and
salary workers.

3

Among all Metropolitan
Statistical Areas, Dalton
Georgia hasthe highest
concentration of creative
employmentat 34%.
However, most of the
creative employmentisin
justoneindustry (textile
product mills), which
accounts for16,000 of
19,000 creative jobsinan
Metropolitan Statistical Area
with just57,000 wage and
salary workers.

Los Angeles-Long Beach-Anaheim 418,200 4,955 400 84%
New York-Newark-Jersey City 402,900 7,515,400 54%
Chicago-Naperville-Elgin 133,800 3,794,400 3.5%
San Francisco-Oakland-Hayward 95,700 1,8747100 51%
Seattle-Tacoma-Bellevue 91,300 1,531,000 6.0%

www.otis.edu/econreport

2015 Otis Report on the Creative Economy of the Los Angeles Region

Back to Cantents



Total direct laborincome in the creative industries of Los Angeles County amounted
to $32.6 billion in 20714. Creative industries labor income in Orange County totaled
$3.5 billion. The distribution of labor income across the creative economy provides
a sense of how individual creative industries compare in size and economic
contribution.

At $14.9 billion, the entertainment sector contributed the largest share (45.8% to
total creative industry payraolls in Los Angeles County. This also represents a slight
increase in share fram 45% in 2013. The visual and performing arts were a distant
second at18.1% ($5.9 billion), an increase from 17.7% last year; followed by fashion at
11.2% ($3.6 billion).

DIRECT LABOR INCOME OF THE CREATIVE INDUSTRIES IN 2014

E.BO/O 1.50/0
2.8%

4.0%

ORANGE COUNTY

$3-5 Billion

LOS ANGELES COUNTY

$32-6 Billion

45.8% Entertainment 20.7% Publishing & Printing

18.1% Visual & Performing Arts 19.7% Digital Media

1.2% Fashion 16.1% Fashion

74%  Publishing & Printing 13.1% Architecture & Interior Design
5.8% Communication Arts 1M.2% Furniture & Decorative Arts
4.0% Furniture & Decorative Arts 8.7%  Communication Arts

2.8% Digital Media 4.2%  Entertainment

2.8%  Architecture & Interior Design 2.8%  Visual & Performing Arts
1.6%  Toys 1.4%  Product/Industrial Design
0.4% Fine & Performing Arts Schools 1.3%  Toys

0.2%  Art Galleries 0.6% Fine & Performing Arts Schools
01%  Product/Industrial Design 0.2%  Art Galleries

In Orange County, total payroll was distributed across a broader range of industries.
Publishing and printing generated the largest share - 20.7% ($727 million), while the
next largest went to digital media with 19.7% (S631million).

See the Industry Snapshots section of this report for the direct, indirect and induced
labor income effects of individual industry sectors.
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A'large and growing portion of the creative industries are driven by talented individuals
who are self-emplayed. Although their contribution to the creative econamy is
significant, their activities are nat captured in the federal and state employment data
used to develop most of the job numbers in this report. The government does collect
data separately on people who are classified as “nonemployer firms.” These are

firms consisting of one person with revenues but no additional employees. The latest
nonemployer data come from the IRS for tax year 2013. Itis important to note that
some individuals may work on the payrall of an employer and be self-employed as well.

In 2013, there were 141,954 nonemployer firms in the creative industries in Los Angeles
County and 24,450 in Orange County. Similar to trends in payroll employment, the number
af self-employed individuals fell during 2008 and 20089, but turned around

in 2010 and has achieved new recard highs every year since 2011. In contrast,

creative payroll employmentis years away fram regaining and surpassing its
pre-recession peak.

In Los Angeles County, the number of nonemployer firms grew by 15.3% (18,823 firms)
between 2008 and 2013 and in Orange County by 13.2% (2,859 firms). The growth of
creative nonemployer firms closely tracks the increase in self-employed individuals
across all industries: 15.2% in Las Angeles County and 11.7% in Orange County. In
contrast, total wage and salary employment from 2008 to 2013 fell by 0.9% and 2.2%
in Los Angeles and Orange counties respectively.

Visual and performing arts providers continued to make up the largest sector of
nonemplayer firms, particularly the subset of independent artists, writers and
perfarmers. Many of these people were invalved in the entertainment industry as
actors, screen writers, and set designers. A large number of independents also
appeared in the communication arts sectar as free-lance graphic artists and
commercial or partrait photographers.

Revenues and receipts of creative nonemployer firms in Los Angeles County were
$6.7 billion in 2013 with 40.5% of that total generated by independent artists, writers
and performers. Revenues in 2013 were up by 12.7% compared with 2008. In Orange
County, revenues grew by 8.8% to $967.5 million.

In spite of the overall increase between 2008 and 2013, a handful of nonemployer
sectors in both Los Angeles and Orange County saw declines in the number of firms
and revenues. In same cases, even though the number of firms in a sector contracted,
revenues increased. In Los Angeles, employment and revenues declined in publishing
and printing, while in furniture and decorative arts, a reduction in the number of firms
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was accompanied by an increase in revenues. In Orange County, there were declines in
the number of firms and revenues for publishing and printing, while toys saw a decline
in firms but a substantial gain in revenues.

In certain creative sectors, self-emplayment is more comman than wage and salary
employment .Inthe visual and performing arts, there were over 2.7 self-
employed persons in Los Angeles County far every salaried worker. In Orange County,
the ratio was even mare striking at nearly four to one. The communication arts alsa
have a high number of self-employed workers relative to salaried employees. In
2013, there were 1.3 self-employed persons in Los Angeles County for every salaried
employee, while in Orange County, there were twao single-person firms for each
salaried worker.

Growth rates of creative non-emplayer firms versus payroll employment also differed
markedly by industry sector . The fact that the growth of nonemployer

firms averall continues to outpace that of wage and salary employment paints to

the increasing importance of self-employed individuals. This phenomenaon is seen
not only in the creative sectors but is occurring throughout the wider economy. One
reason for this shiftis that many of the jobs lost during the recession did not return
with the recavery. This prompted some laid-off warkers to start their own businesses
as independent contractaors. Thisisin part a cyclical effect that may gradually reverse
itself now thatjob creation is proceeding at a healthier rate.

There is also a structural component affecting the growth of nonemployer firms in

the creative industries. Competitive pressures stemming from globalization continue

to exert enormous pressure on firms to cut caosts. This has led to companies seeking

efficiencies by using more part-time labor, more temporary labor, and outsourcing non-

core tasks to independent contractars. Technalogical innovation has also played a role

by enabling individuals to increase their productivity in ways that were not possible just A Proposal for Modernizing
afewyears ago. This has allowed maore creative people to strike out on theirown as a Labor Laws for 21st Century

matter of preference. The downside to this trend is the loss of many of the protections Work: The “Independent

. . . , . Waorker”, Harris, Seth and
and benefits that came with being a wage and salary worker, prompting the question of ‘
Krueger, Alan; Brookings

whether a new category of worker needs to be defined.” (December 2015).
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TABLE 3:
RATIO OF SELF-EMPLOYED INDIVIDUALS TO SALARIED
EMPLOYEES BY SECTOR, 2013

Note: Nonemployer data are not available for Digital Media and Product and Industrial Design
Source: California EDD QCEW data; Bureau of the Census Nonemployer Statistics

TABLE 4:
COMPARATIVE GROWTH RATES OF SALARIED EMPLOYEESTO
SELF-EMPLOYED INDIVIDUALS, 2008-2013

Note: Nonemployer data are not available for Digital Media and Product and Industrial Design
Source: California EDD QCEW data; Bureau of the Census Nonemployer Statistics
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TABLE5:
NUMBER OF NONEMPLOYER FIRMS FOR THE CREATIVE INDUSTRIES,
2008-2013

Note: Nonemployerdata are notavailable for Digital Media and Productand Industrial Design
Source: Bureau of the Census Nonemployer Statistics
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TABLE6:

REVENUES OF NONEMPLOYER FIRMS OF THE CREATIVE INDUSTRIES,
2008-2013

Value of shipments, sales, or receipts ($Smillions)

Note: Nonemployer data are not available for Digital Media and Product and Industrial Design
Source: Bureau of the Census Nonemployer Statistics

% www.otis.edu/econreport 2075 Otis Report on the Creative Economy of the Los Angeles Region ~ Back to Contents



While direct job counts in the creative industries of the Los Angeles region are
impressive (418,200 in 2014}, they are only one part of a much larger employment
picture. Direct employees are those who actually work in the creative industries of
the Los Angeles region. Indirect jobs are created when firmsin these industries make
purchases from their suppliers and vendors. Additional induced jobs are generated
when the direct and indirect employees spend their wages on consumer goods and
services. Inthatsense, every job within the creative sector supports or sustains other
jobsintheregion.

Theripple effect is substantial, giving rise to job gains and increases inincome
across a wide range of industries throughout the regional economy. In addition to

the 418,200 direct jobs, the creative industries of the Los Angeles region generated
325,900 indirectand induced jobs for a total of 744,100 jobs in 2014, up from 612,400
in 2013. Moreover, laborincome earned by these 744,100 wage and salary workers was
$53.4 billion, up from $48.8 billion a year earlier.

The 166,404 nonemployer establishments in Los Angeles region’s creative sector are
excluded from the contribution analysis (direct, indirect and induced) in part because
they are from a different year, and also to avoid double counting (an individual may

do both contract work and be on a company payroll). However, this figure shows that
a significant number of workers are employed as free-lance/contingent workers over
and above the wage and salary jobs that are a part of the formal contribution analysis.

Activity in the creative sectors triggers jobs and spending, butit also resultsin

tax revenues for state and local government that helps to fund local services like
education and public safety. As with jobs, there is a ripple effect with tax revenues
because the initial direct effects give rise to indirect and induced effects. The LAEDC
calculated tax effects attributable directly and indirectly to the creative industries,
including property tax, state and local income tax and sales tax revenues.
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Inthe Los Angeles region, property taxes, state and local personal income taxes,
and sales taxes generated directly and indirectly by the creative industries were
$7.7 billion in 2014. By sector, fashion generated tax revenues of $2.0 billion,
followed by entertainment at $1.9 billion, and publishing and printing at $670
million.

Interms of their overall contribution to the state economy, the creative industries
of the Los Angeles region generated $176.9 hillion in economic outputin 2014,
anincrease of $37.1billion (25.5%) over the previous year, the combined result

of economic growth, employment growth, and increased labor productivity. Of
the $176.9 billion in economic output, $109.1 billion was value added (corporate
profits and labor income). This net economic contribution of $109.1 billion was the
equivalent of 12.3% of the region’s gross product of $867 hillion in 2014.

Thee: Joks 418,200 Direct, Indirect and 744700
Induced Jobs

Nonemployer 165404 Dutput ($Billions) $176.9

Establishments (2013)

Labor Income ($SBillions) $361 Labor Income ($SBillions) $534
Taxes ($SBillions] $77
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The Los Angeles region marked anaother year of steady progress in 2015, following the
cyclical expansion of the national economy. With employment growing faster than
the nation, the region is expected to add over 130,000 jobs in 2015. Most industries
have experienced job gains, with relatively small declines among those seeing
joblosses. Employment growth in the region has been led by gains in health care
services, professional and business services employment, and the trade industries.
Meanwhile, manufacturing employment continues to face pressure as global
competition drives efficiency gains and increased automation.

Creative industries have generally participated in cyclical job gains. In a general
sense, improvements in the overall economy have lifted househald incomes with
resulting increases in spending on entertainment, clothing, and other consumer
goods. The cyclical expansionin real estate has driven large gains in architecture
andinterior design along with furniture and decorative arts. On the other hand, the
ongoing digital revolution has fueled rapid expansion in digital media.

Will these trends continue? This section looks ahead to 2019, first with projections for
the overall economy, followed by employment projections for the creative industries.

Between 2014 and 2019, California’s wage and salary jobs are expected to grow

by approximately two percent per year, exceeding the nation’s pace of job growth
throughout the period. Most of the state's industries will add jobs throughout the
period, led by health care, professional and business services, construction and
real-estate related activities, and leisure and hospitality. California’s unemployment
rate will remain below six percent, approaching the U.S. rate but remaining marginally
higher, consistent with the long-term trend.

Los Angeles County's economy will see an average job growth rate of 1.2% from
2074 through 2019, but annual rates will diminish from 2.0% in 2015 to 0.5% in 2018.
With these job gains, the unemploymentrate in the county will approach six percent
by 2019. Orange County will see job gains of about two percent per year, closer to

the state's trajectory, and resulting in an unemployment rate that will approach four
percent.

The LAEDC projects that creative industry employmentin the Los Angeles-Orange

County region will grow by 7.2% from 2074 through 2013, roughly on par with the
projected growth rate for all wage and salary jobs in the region. Creative industry job
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counts will climb from 413,700 in 2014 to 443,500 wage and salary jobs in 2019,
anincrease of 29,800 jobs overthe period. Growth is expected across the entire
creative economy but the pace will vary by industry. The largest percentage gains
will occurin those industries that are tied to real estate and construction activity:
architecture and interior design, furniture and decorative arts, and industrial
design. Improvementin the overall economy will yield increases in household
incomes that will spur growth in art galleries, entertainment, and toys. While job
gains will ensue over the period, creative employment will still fall short of the
pre-recession peak of 464,100 from 2007, mainly due to recession-era declinesin
entertainment and manufacturing-related creative industries.

The figures above and those cited helow for Los Angeles and Orange counties track
changesinwage and salary employment only. As noted earlierin this report, many
creative industriesrely to varying degrees on free-lance workers and independent
contractors along with wage and salary employees. As such, the historical

. . . , . These figures alsodonot
and projected job counts cited here generally under-estimate total creative include employment and fine
employment overall and employment in the individual industries.® and performing arts schools.

5

Total creative industry employmentin Los Angeles County
has seenincreases over each of the last four years. This trend will continue over
the forecast period, with an increase of more than 25,000 (7.0%) from 360,300
wage and salary jobsin 2014 to 385,400 in 2019.

The largest numeric gain (4,800 jobs) will occur in the creative sector with the
largest employment base, entertainment, followed by increases in visual and
performing arts (4,400), furniture and decorative arts (4,300), and fashion (4,100).
These fourindustries will account for 70% of the job gains, but otherindustries will
see modest gains as well.

Product/industrial design, the smallest of the creative industries by job count with
just over 400 workers, will see the largest percentage increase at 20.9%, which is
equivalentto anincrease of less than one hundred jobs. Several other industries
will experience double-digit percentage increases, notahly communications arts,
architecture and interior design, digital media, furniture and decorative arts, and
visual and performing arts.

Creative industry employmentin Orange County increased in two
of the last three years, with a robust 5.3% gain occurring in 2014. Having added
nearly 2,700 jobs over the previous year, wage and salary employmentin the
county stood at 53,400 in 2014. Job gains are anticipated over the forecast period
with employmentreaching 58,100 by 2019, a 9.7% increase.

Architecture and interior design will lead the county’s creative industries with

both the largest numeric gain (1,100 jobs) and the largest percentage increase
(18.9%). Publishing and printing, fashion, furniture and decorative arts and
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communications arts will all see gains of between 600 and 900 jobs over the period.
Smaller gains will occur in other sectors. In percentage terms, product/industrial
design (14.6%), visual and performing arts (14.6%), and communication arts (13.3%)
will follow architecture and interior design with increases in the low teens. Large
single-digitincreases are expected among the remaining industries.
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ARCHITECTURE AND INTERIOR DESIGN

This sector includes firms that specialize in
architectural services, interior design and
landscape design.

Architects create beauty from functional and
structural necessity. Without beauty (a highly
subjective quality to be sure), a building is merely
functional, while good architecture surprises,
inspires and delights the observer.

Interior designers make interior space
functional, safe and beautiful foralmostany
type of building including homes, offices,
restaurants, retail stores, hotels and airports.
Interior designers must also understand how the
look and feel of a space will affect the people
who useiit.

The art of landscape designers achieves a
balance bhetween the man-made and natural

TABLE 10:

environments. Their work combines art,
environmental sciences and ecology. Great
landscape design not only creates beautiful
outdoor space but can also restore sensitive
ecosystems, reduce hospital stays, and
CONSErve energy.

Los Angelesis not always the first place
thatcomes to mind when thinking of great
architecture, butthe regionis home to some

of the world’'s mostrenowned architects and a
number of iconic buildings. Many of these harbor
other creative activities, such as the Walt Disney
Concert Hall, the Pacific Design Center, or the
new Broad Museum. The greater Los Angeles
region can also take pride in the numerous public
and private interior spaces as well as parks,
gardens and open spaces that make the region’s
communities soinviting.

ECONOMIC CONTRIBUTION OF THE ARCHITECTURE AND INTERIOR DESIGN INDUSTRY, 2014

Establishments

Jobs LaborIncome  Nonemployer

Total [Direct, Indirect, Induced) Contribution

e Output Labor Income Taxes'
(Smilions] - Estab. R012) o Lt ne) oobs (Smillions)  ($millions)
Los Angeles County 1,798 11,300 $908.8 4,937 $31 20,300 $1,3674 $109.5
Orange County 765 5,900 462.2 1,688 1.5 10,400 704.3 572
Total 2,584 17,200 $1,371.0 6,636 S4.6 30,700 $2,100.0 S166.7

'Property, state and local personal income taxes, and sales taxes generated by earnings and spending of the direct and indirect workers
Sources: California EDD, QCEW data, Bureau of the Census; indirect contribution estimated by LAEDC

Architecture and Interior Design Job Growth
NUMBER OF JOBS

B Los Angeles M QOrange County

2008 2014 2019F

Source: California EDD, ES202 data; forecasts by LAEDC

Architecture and Interior Design Job Growth
PERCENT CHANGE

B Los Angeles M QOrange County

18.9%
0
e 16.8%
0.3%
— 0|

2008/2014 2014/2018F

Source: California EDD, ES202 data; forecasts by LAEDC
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ART GALLERIES

Los Angelesis aworld-class art city, attracting
ever growing numbers of influential collectors
from around the globe. “You can'tdeny there's
beenarushtolos Angelesinterms of the
creative community,” Michael Govan, director
of the Los Angeles County Museum of Art told
the New York Times.® From “art neighborhoods”
to warehouse districts located in old industrial
areas of downtown, Los Angeles is home

to agrowing number of galleries featuring
contemporary and traditional fine art, paintings,
glass art, sculpture, fine art photography and
othertypes of visual art.

TABLE 11:

ECONOMIC CONTRIBUTIONS OF ART GALLERIES, 2014

“ Estahblishments Jobs Labor Income
[$millions)
Los Angeles County 231 800 $55.6
Orange County 49 200 64

Nonemployer

The presence of artists and art galleries not only
enhances the quality of life for local residents,
they are a major draw for cultural tourists as
well. Apps and websites such as Curate LA

have sprung up to help locals and tourists

alike discover, navigate and explore the many
openings and exhibitions around the region.

B

Ryzik, Melena, “New Art Galleries Enjoy a
Los Angeles Advantage: Space” (September
16, 2015) www.nytimes.com/2015/09/17/
arts/design/new-art-galleries-enjoy-a-los-
angeles-advantage-space.html.

Total [Direct, Indirect, Induced) Contribution

Output Labor Income Taxes'
Estab. (2072) (Smillions) Hobs (Smillions) (Smillions)
647 $78.9 1100 $701 $9.3
208 14.2 200 8.5 1.7
856 $931 1,300 $100.0 SN0

"Property, state and local personal income taxes, and sales taxes generated by earnings and spending of the direct and indirect workers
Sources: California EDD, QCEW data, Bureau of the Census; indirect contribution estimated by LAEDC

Art Gallery Job Growth
NUMBER OF JOBS

M Los Angeles M QOrange County

2009 2014 2018F

Source: California EDD, ES202 data; forecasts by LAEDC

Art Gallery Industry Job Growth
PERCENT CHANGE

¥ Los Angeles ™ QOrange County

0, {)

2009/2014 2014/2018F

Source: California EDD, ES202 data; forecasts by LAEDC
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COMMUNICATION ARTS

Individuals working in the communication arts
combine artand technology to communicate ideas
through images and other communications
media. This diverse sector is dominated by
advertising agencies and firms that specialize

in graphic design, and includes commercial and
portrait photographers.

Advertising firms employ creative staff to
designthe contentand visual elements of client
ad campaigns. Working with both text and
images, advertising firms create visual concepts
using computer software to communicate ideas
thatinspire, inform or captivate consumers.
They help to make an organization recognizable

TABLE 12: ECONOMIC CONTRIBUTION OF THE
COMMUNICATION ARTS INDUSTRY, 2014

Establishments Jobs Labor Income

(Smillions)

Los Angeles County 2,256 18,900 $1,8984
Orange County 654 4,300 306.7

Total 2,910 24,200 $2,2041

Nonemployer

by selecting colors, images or logo designs that
represent a particular idea or identity.

Graphic arts designers are the next largest
sector. Graphic designers create “visual
solutions” to communications problems

using both digital and print media. Graphic
designers areinvolved in the production of
magazines, newspapers, corporate reports

and other publications. They also design
packaging, brochures and logos for products and
businesses. Anincreasing number of graphic
designers are involved in developing material for
the Internet, interactive media and multimedia
projects.

Total [Direct, Indirect, Induced) Contribution

Output Labor Income Taxes'
Estab. (2013 [$hillions) Hobs [$millions) [$millions)
26,954 $6.3 34,300 $2,606.2 $234.6
8477 1.2 6,900 4444 424
35431 576 41,200 $3,050.6 $277.0

"Property, state and local personal income taxes, and sales taxes generated by earnings and spending of the direct and indirect workers
Sources: California EDD, QCEW data, Bureau of the Census; indirect contribution estimated by LAEDC

Communication Arts Industry Joh Growth
NUMBER OF JOBS

M Los Angeles M QOrange County

2009 2014 2018F

Source: California EDD, ES202 data; forecasts by LAEDC
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Source: California EDD, ES202 data; forecasts by LAEDC
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DIGITAL MEDIA

The digital media industry in Southern California
is closely related to the region’s importance

as the epicenter of the nation’s entertainment
industry and the high concentration of video
game developers. The actual size of the digital
media industry is difficult to calculate. There is
still no precise definition of the industry, noris
there away to cull digital media activities out of
data forrelated sectors such as motion picture
production, publishing or software design.

Digital media artists work in 30/20
entertainment arts (games, animation, film),
imaging (editorial, retail, comic, info-graphics],
video and motion graphics (TV, web, film,
corporate), and interactive media (web, mobile).
Individuals working in digital media may also

be employed by architectural firms to create
3D images of building designs or in the fashion
industry engaged in textile design. Others work

TABLE13:

foradvertising agencies and computer systems
design firms and independent specialized design
companies. Additionally, with the growth of
digital mediain entertainment, more and maore
digital artists are moving onto the payrolls of
film studios.

Despite its potential to impact other creative
sectors, traditional data sources do not fully
reflecttotal employmentin the digital media
industry. Beyond industry employment, a

large number of software programmers are
independent contractors who are not captured
by traditional data sources. Many also work
forfirmsin otherindustries. While software
publishing is the industry that best fits this
activity and is used to produce the figures below,
the employment and economic contribution of
digital media activities in Southern Californiais
much larger than indicated.

ECONOMIC CONTRIBUTION OF THE DIGITAL MEDIA INDUSTRY, 2014

LaborIncome  Nonemployer

Total (Direct, Indirect, Induced) Contribution

Estahlishments Jobs e Dutput Labor Income Taxes'
(Smillions] - Estab. (2013 [$hillions) obs [$millions) [$millions)
Los Angeles County 199 6,100 $9001 n/a S31 12,600 $1,2231 S116.8
Orange County 124 5,200 691.0 n/a 2.9 10,200 859.7 96.9
Total 323 11,300 $1,6911 n/a S6.0 22,700 $2182.8 $213.7

'Property, state and local personal income taxes, and sales taxes generated by earnings and spending of the direct and indirect workers
Sources: California EDD, QCEW data, Bureau of the Census; indirect contribution estimated by LAEDC

Digital Media Industry Job Growth
NUMBER OF JOBS

B Los Angeles M QOrange County

2008 2014 2019F

Source: California EDD, ES202 data; forecasts by LAEDC

Digital Media Industry Jobh Growth
PERCENT CHANGE

B Los Angeles M QOrange County

20.3%

16.0%

2008/2014

2014/2018F

Source: California EDD, ES202 data; forecasts by LAEDC
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ENTERTAINMENT

The entertainmentindustry is a cornerstone

of the Los Angeles regional economy. Activity
related to the motion picture and sound-
recording industry generates huge economic
benefits forthe region both directly and
indirectly. Filming on sound stages and on-
location employs actors, camera operators and
directors, but as the final credits roll, it becomes
clearthat the production of a movie requires
workers across sectors as diverse as technical
services, transportation, food services and
security. Behind the scenes, the entertainment
industry provides jobs for accountants, lawyers
and insurance firms. Film studios and related
activities are also users of large amounts of

TABLE 14:

office and industrial real estate. In addition,
the entertainmentindustry is a major source of
exportrevenues for the region because of the
royalties earned overseas by locally produced
filmsand TV shows.

Several activities are included here: sound
recording, motion picture and TV production,
and cable TV broadcasting as well as radio
stations. Musicians might be included here for
recording film scores, but since many perform
onthe stage as well as in the studio, they may be
counted as employees or as nonemployer firms
inthe visual and performing arts sector.

ECONOMIC CONTRIBUTION OF THE ENTERTAINMENT INDUSTRY, 2014

Establishments Jobs

Los Angeles County 6,696 135,200 $14,919.0

Orange County 248 2100 $148.2

Total 6,944 137,300 $15,088.2

Labor Income  Nonemployer
[$millions)  Estab. (2013) Output

Total (Direct, Indirect, Induced) Contribution
Jobs Labor Income Taxes'
[$hillions) [$millions) [$millions)

20,084 $83.0 239,000 $204276  $2,854.9

1569 14 4,000 27e’l 317

21,653 $844 243,000 20,700 $2,886.6

'Property, state and local personal income taxes, and sales taxes generated by earnings and spending of the direct and indirect workers
Sources: California EDD, QCEW data, Bureau of the Census; indirect contribution estimated by LAEDC
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FASHION

Apparel design, manufacturing and wholesaling
make significant contributions to the Southern
California economy, particularly in Los Angeles
County. The fashion industry in Orange County is
smaller, but has crafted its own identity distinct
from Los Angeles. Southern California’s fashion
industry also includes textiles and jewelry
manufacturing and design, as well as footwear,
handbags and cosmetics manufacturing

and wholesaling.

Together, Los Angeles and Orange counties
employ the largest number of apparel workers
inthe United States and together, are one

of the few places inthe U.S. where apparel
continues to be manufactured on a large scale.
Although production of most apparel items has
largely shifted to lower wage countriesin Latin
America and Asia, high-end items that require
strict quality control and specialized skills or

TABLE 15:

processing are often manufactured locally.
Onthe opposite end of the manufacturing
spectrum, the local industry is likewise a leader
in “fast-fashion” - the high-volume production
of inexpensive clothing reflecting current
fashion trends that may come and go by the
time a container makes the voyage from Asia to
Los Angeles.

Design-related activity also contributes to
maintaining the apparel industry’s presence in
Southern California. One of the great strengths
of the local fashion industry is the designers
responsible forthe global appeal of the “Made
inL.A.” label. The many apparel design and
merchandizing schools that are located in the
region attract talented students from all over
the world. Fashionis also closely linked with
the entertainmentindustry and the region’s
energetic art scene.

ECONOMIC CONTRIBUTION OF THE FASHION INDUSTRY, 2014

Area Establishments  Jobs '-5[::1::;:::5“
Los Angeles County 6,762 89,100 $3,648.3
Orange County 697 11,200 5673
Total 7459 100,300 $4,215.6

Nonemployer
Estab. 2013) Output Jobs

Total [Direct, Indirect, Induced) Contribution
Labor Income Taxes'

[$hillions) [$millions) [Smillions)
6,593 $26.3 141,300 $6,664.7 $1,788.3
1,385 3.7 18,000 981.0 251.2
7,978 $30.0 153,300 $7,645.7 $2,039.5

Property, state and local personal income taxes, and sales taxes generated by earnings and spending of the direct and indirect workers
Sources: California EDD, QCEW data, Bureau of the Census; indirect contribution estimated by LAEDC

Fashion Industry Job Growth
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FURNITURE AND DECORATIVE ARTS

Thisindustry group includes firms that
manufacture, warehouse, import and export
furniture. This includes the furniture marts such
as the Pacific Design Center and the L.A. Mart.
Italsoincludes textile mills (e.g. sheets, towels
and fabric window treatments), and china and
pottery producers. Like apparel, these items
are frequently designed locally, produced in
Asia and shipped back to the U.S. for domestic
distribution. The furniture marts have regular
shows where manufacturers exhibit their
products to wholesale buyers from around

the nation.

TABLE 16:
ECONOMIC CONTRIBUTION OF THE FURNITURE AND
DECORATIVE ARTS INDUSTRY, 2014

Establishments  Jobs '-E['g;’“'l'l':::]"’
Los Angeles County 1,607 28,800 $1,2917
Orange County 488 7,900 3233
Total 2,093 36,700 $1,685.0

Furniture and home furnishings is a sector that
exemplifies the tension between localization and
globalization. While the region’s manufacturers
face growing competition from inexpensive
labor overseas, local designers continue to
produce innovative and beautiful furnishings.
Southern Californiais also home to hundreds of
small artisans who produce hand-crafted and
one-of-a-kind pieces. Additionally, the region’s
universities and colleges offer a number of
top-rated design programs that attract students
from around the world.

Total (Direct, Indirect, Induced) Contribution

Nonemplayer Output Labor Income Taxes'

Estab. (2013] (Shillions) dobs [Smillions) ($millions)
1,601 $8.6 44,700 $2,1575 $4895.2
51 2.5 12,200 642.6 1217
2ne ST 56,900 $2,800.1 $616.9

"Property, state and local personal income taxes, and sales taxes generated by earnings and spending of the direct and indirect workers
Sources: California EDD, QCEW data, Bureau of the Census; indirect contribution estimated by LAEDC

Furniture and Decorative Arts Industry Job Growth
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PRODUCT/INDUSTRIAL DESIGN

Industrial designers develop the concepts

for manufactured products, such as cars,
home appliances, and mobile devices. They
combine art, business, and engineering skills
to make the products that people use every
day. A product designer focuses on the user
experience, creating style and function fora
particular object. Most specialize in a particular
product category such as medical equipment or
consumer electraonics. Other product designers
may develop ideas for furniture, sporting goods
or lifestyle accessories.

Producers of consumer products can no longer
expecttocatch the attention of the public with
a productthatisreasonably priced and merely

TABLE17:
ECONOMIC CONTRIBUTION OF THE
PRODUCT/INDUSTRIAL DESIGN INDUSTRY, 2014

Labor Income

Establishments Jobs ($millions)
Los Angeles County LE 400 $23.6
Orange County 52 500 48]
Total 184 300 S71.6

functional. lt must also be designed to be
beautiful, uniqgue and meaningful.

The figures shown helow reflect specialized
design firms that serve as outside contractors
orindependent consultants to manufacturers
and construction firms. However, many product
and industrial designers are direct employees of
companies that produce and sell a wide variety
of consumer products. The datain this report
capture those working in creative industries like
apparel or furniture manufacturing, but do not
include individuals working in otherindustries
(e.g. custom fabricated metal products or
aerospace]. Thus, though itis difficult to
guantify, the real design base in the region is
largerthan shown.

Total (Direct, Indirect, Induced) Contribution

Nonemplayer Output Labor Income Taxes'

Estab. (013 < ilions) obs (Smillions)  ($millions]
n/a $634 600 $31.7 $31
n/a 80.6 800 61.9 5,2
n/a $144.0 1400 $93.6 $8.3

"Property, state and local personal income taxes, and sales taxes generated by earnings and spending of the direct and indirect warkers
Sources: California EDD, QCEW data, Bureau of the Census; indirect contribution estimated by LAEDC

Product and Industrial Design Industry Joh Growth
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Source: California EDD, ES202 data; forecasts by LAEDC
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PUBLISHING AND PRINTING

The traditional publishing and printing sector
encompasses two distinct functions. Publishers
produce and disseminate literature, artwaork
orinformation through books, newspapers

and periodicals, directories and mailing lists,
greeting cards and other materials. Printers
engage in printing text and images on paper,
metal, glass, apparel and other materials. This
sectoralsoincludes libraries and archives, and
internet publishing.

Although printing and publishing continue
to be animportant manufacturing industry

TABLE 18:
ECONOMIC CONTRIBUTION OF THE
PUBLISHING AND PRINTING INDUSTRY, 2014

Establishments  Jobs LT;:.:;::;TE
Los Angeles County 2,031 32,300 $2,394.7
Orange County 778 12,700 726.8
Total 2,809 45,000 $37121.5

in Southern California, itis a sector that has
experienced large declines in the number of
firms and workers employed over the last five
years. Digital publishing displaces print media
more and more each year. Growing numbers

of individuals and businesses are accessing,
reading and storing information in electronic
formats. Digital printing technologies have also
allowed smaller companies to compete in the
same market as large commercial printers, while
the low cost of digital printing has encouraged
firms to bring their printing needs in-house.

Total (Direct, Indirect, Induced) Contribution

Nonemployer Output Labor Income Taxes'

Estab. 2013) o iians) Jobs (Smillions)  ($millians)
4,147 $16.6 78,500 $4,8401 $519.2
1405 47 24,700 1,397.6 1607
58152 $21.3 103,200 $6,2377 $669.9

"Property, state and local personal income taxes, and sales taxes generated by earnings and spending of the direct and indirect workers
Sources: California EDD, QCEW data, Bureau of the Census; indirect contribution estimated by LAEDC

Publishing and Printing Industry Job Growth
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TOYS

The toy industry in the United States is highly functions have been retained in the Los Angeles
concentrated. The top 50 toy companiesin the region because of the local creative talent pool
nation generate 756% of the industry’srevenues.  and supportive training programs at nearhy

If one were to trace aroute along the 4056 freeway  educational institutions. Toy companies are also
from Van NuystoIrvine, one would find thateight ~ drawn by the region’s extensive warehouse and

of the world’s largest toy companies are either distribution system.

headquartered or have offices within that

narrow corridor. The Southern California toy industry benefits
fromits close ties to the area’s entertainment

While the job numbers are modest, Southern industry through licensing agreements with

Californiais a major force in the toy industry, the major film studios. Movie characters

having introduced a number of “firsts” to toys become toys (Frozen, Star Wars) and toys

chests around the world such Barbie and Hot (Legos, Transformers) are made into movies.

Wheels, which have remained popular with Approximately 30% of all toys sold in the U.S.

generations of children. Company names arelicensed.

include Mattel (the world's largest tay maker],

Spinmaster, Jakks Pacific, Funrise, Mega Toys, Hollywood and the entertainmentindustry

Imperial toys and The Maya Group. also helptodraw design talentto the region. In

addition to the entertainmentindustry, local
Much of the actual manufacturing of toys takes toy designers draw inspiration from the fashion
placein Asia, but most design and marketing industry, textiles, food and music.

TABLE19:
ECONOMIC CONTRIBUTION OF THE TOY INDUSTRY, 2014

Total (Direct, Indirect, Induced) Contribution

Establishments Jobs LaborIncome Nonemployer T ,
e put Labor Income Taxes'
(Smillians)  Estab. (2012) [$hillions) obs [$millions) [$millions)
Los Angeles County 233 4,700 S513.6 424 $1.7 9,300 S7624 $173.6
Orange County 47 500 457 107 0.2 300 70.8 187
Total 280 5,200 S559.2 531 $1.9 10,200 $833.2 $192.3

'Property, state and local personal income taxes, and sales taxes generated by earnings and spending of the direct and indirect workers
Sources: California EDD, QCEW data, Bureau of the Census; indirect contribution estimated by LAEDC

Toy Industry Job Growth Toy Industry Job Growth
NUMBER OF JOBS PERCENT CHANGE
® Los Angeles ™ QOrange County ¥ Los Angeles M Orange County
331%
[
|
B 0.5 0.5 R
— I I
2009 2014 2018F 2009/2014 2014/2018F
Source: California EDD, ES202 data; forecasts by LAEDC Source: California EDD, ES202 data; forecasts by LAEDC
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VISUAL AND PERFORMING ARTS

The Los Angeles regionis home to an impressive

number of internationally renowned arts
institutions, world-class symphonies, opera
and ballet companies, and theater troupes,
many of which are housed in concert halls and

theaters thatare works of artin their own right.

Activities in this group include theater

and dance companies, musical groups,
other performing arts companies and
museums, as well as independent artists,
writers, entertainers and their agents and
managers. Many of these firms are nonprofit
organizations.

Surveys of people’s attitudes toward the
performing arts have shown thatthe arts are
viewed as improving the quality of lifeina
neighborhood or city, and are a source of
community pride. People who visit museums
and attend dance, music or theatrical

TABLE 20:

performances say that arts promote
understanding of other people, help to
preserve and share cultural heritage, and
contribute to lifelong learning in adults
and contribute to the education and
development of children. Significantly,
even people who do not attend performing
arts exhibitions share this view.’

There is no question thatvisual and
performing arts make communities more
desirable places ta live. From an economic
development standpoint, quality of life

is critical to attracting an educated and
productive workforce. In today’s global
economy, the regions that attractand
retain talent are the regions that will

grow and prosper.

7
“The Value of Performing Arts in Five Communities 2,”
Urban Institutes (January 2004).

ECONOMIC CONTRIBUTION OF THE VISUAL AND PERFORMING ARTS INDUSTRY, 2014

Establishments Johs Labor Income

[$millions)

Los Angeles County 9416 31,600 $6,902.0
Orange County 349 2,600 971

Total 9,765 34700 $5,9991

Nonemployer

Total [Direct, Indirect, Induced) Contribution

Output Labor Income Taxes'
Estah. RO chilions) Hobs (Smillions)  ($millions)
76,667 $9.2 64,000 $7,603.0 $649.8
9,088 04 3,600 163.0 17.2
85,655 $9.6 67,600 $7,656.0 S667.0

'Property, state and local personal income taxes, and sales taxes generated by earnings and spending of the direct and indirect workers
Sources: California EDD, QCEW data, Bureau of the Census; indirect contribution estimated by LAEDC

Visual and Performing Arts Industry Job Growth
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There are two ways to think about creative employment: individuals who wark in

a creative industry and individuals working in creative occupations. Up to this
point, this repart has concentrated on creative industries. These are the firms that
produce and distribute cultural, consumer and commercial goods and services.

This section turns from industry analysis to an examination of occupations. Many
of these creative occupations may be found within the set of creative industries,
butthey are also presentin significant numbersin the broader set of industries
that are outside the creative sector. Data on occupations from the U.S. Bureau of
Labor Statistics makes it possible to identify and measure creative occupations
within the creative industries and in the rest of the economy. It can also shed light
onthe extentto which creative industries employ people in functions outside of
creative occupations.®

Unlike industry-based definitions of the creative economy, there is greater
consensus among researchersregarding creative occupations. The occupational
data usedinthisreportare based on the Standard Occupational Classification
(SOC) system. Of the 840 detailed occupational codes listed in the SOC system,
746 were included in the data set for the Greater Los Angeles Region, and of those,
80 have beenidentified as creative.

These B0 creative occupations can be found across a wide array of organizational
functions. For example, within the management strata, creative occupations
include advertising, marketing and public relations managers. In technical

fields, there are software developers and architects, and in production-related
occupations, there are tailors, cabinet makers and engravers. Itis easy to imagine
a marketing manager or graphic designer working in any number of industries,
creative or otherwise. This illustrates the fact that creative occupations may often
be found outside the creative sectors of the economy.

In 2014, there were 200,370 workers in Los Angeles County employed in creative
occupations and 50,650 in Orange County. This represents 4.9% of total private
occupation-based employmentin Los Angeles and 3.4% in Orange County. These
numbersinclude software developers, for which there is no comparable data for

www.otis.edu/econreport 2075 Otis Report on the Creative Economy of the Los Angeles Region
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BLS Occupational
Employment Statistics
dataonlyinclude wage and
salary employees and do
notcoverthe self-employed
orowners and partnersin
unincorporated firms.
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2009 due to achange in how these occupations are coded. Because employment
counts for software developers were significantin 2074, meaningful comparisons
of occupational employment between 2009 and 2014 are not possible. However,
if these jobs are subtracted from the 2014 total

, job counts by occupation still increased by 12.9% (19,730 jobs] in Los
Angeles County, while in Orange County, employment declined by 8.7% (3,350
jobs), anindication of the greater relative importance of technical occupationsin
Orange County’s creative economy.

In both counties, alarge number of individuals employed in creative occupations
worked in art, design, entertainment or media: 58% in Los Angeles County and
34% in Orange County. Across both counties, computer and mathematical
occupations (the above mentioned software developers) also employed numerous
creative individuals (42,670). Many of these warkers spend their days creating
animated characters for filmand TV, or designing video games. Given the current
occupational classification system, itis still very difficult to isolate game
development employment. However, there were 6,400 individuals employed as
multimedia artists and animators (SOC 27-1014), which may also capture some of
this activity.

The nextlargest group of creative workers was found in education, training, and
library occupations (19,330). Due to data limitations, arts, cultural and creative
activity onthe region’s college and university campuses is difficult to fully
measure since employment data for campus museums, theater and literary
publications is not disaggregated.

Comparing local employment shares relative to total state employmentin each
of the three largest occupation groups reveals that the share of art, design,
entertainment and media jobs inthe Los Angeles region increased from 2013,
while the share of computer and mathematical jobs declined, likely due to a higher
concentration of these activities in the Bay Area.

Thatnumerous creative occupations may be found across so many industries
suggests the potential for large spillover effects from creative industries and
occupations to other industries within the regional economy. It also implies that it
isintheregion’s economic interest to maintain, nurture and grow its deep pool of
creative talent.

Individuals employed in creative occupations in California are heavily
concentratedinthe Los Angeles region. This chart shows Los Angeles and Orange
County employment as a percentage of total California employment in the three
largest creative occupational groups. In total, 33.3% of persons working in
creative occupations in California are located in Los Angeles County and 8.4% are
in Orange County.

www.otis.edu/econreport 2075 Otis Report on the Creative Economy of the Los Angeles Region
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(See in the appendix for detail employment shares by occupation).

EMPLOYMENT IN THE THREE LARGEST CREATIVE OCCUPATION
GROUPS AS A PERCENTAGE OF CALIFORNIA TOTAL, 2014

B California

B Los Angeles County M QOrange County
7.7%

I .
|

Art, Design,
Entertainment, Media

14.4% JERAD
I

Computer,
Mathematical

M 8.3%
ase [ |

Education, Training,
Library

Source: California EDD, SOC Data

Creativity is a highly valued and recognized professional attribute. Along with the
ability to collaborate with co-workers and to communicate effectively, creativity
is one of the most sought-after qualities in a prospective employee. The salaries

received by many creative individuals working in the Los Angeles region bear

this out.

In Los Angeles County in 2014, the creative occupation receiving the highest
annual median wage was marketing managers at $138,050. The lowest was motion
picture projectionists, which is an occupation likely to employ mostly part-time
workers. In Orange County, postsecondary educators earned some of the

highest median wages, with Ph.0 level communications teachers topping the
listat $130,760.

The median® wage across all occupations in Los Angeles County was $38,100 in
2014. Out of the B0 creative occupations analyzed in this report, 65 had a median
annual wage greater than the county-wide average."” In Orange County, the median
wage across all occupations was $38,790 with 64 creative occupations exceeding
that threshold.

www.otis.edu/econreport 2075 Otis Report on the Creative Economy of the Los Angeles Region
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The occupationsin the following charts and tables were selected because they
align closely with the creative industries defined in this report. Between 2013 and
2014, there was a great deal of variation in median annual wage growth, with just
over half of the selected occupations posting anincrease in annual wage versus
adecline. Overall, the median annual wage across all occupations barely moved
in 2074 compared with the previous year: up by 0.8% in Los Angeles County and
down by 0.2% in Orange County.

While the lack of wage growth throughout the economy has been a concern,

there are several reasons why many of the creative occupations listed below in
particular might have suffered a decline in wages. The firstis a shift from wage
and salary employment to independent contractors (nonemployers). Some of
these occupations may also be concentrated in industries that are declining or are
inthe process of transforming through technological change. Another possibility
thatreflects trends in the labor markets at large, is that more people in creative
occupations are working part time, which would cause a decline in the annual wage.

www.otis.edu/econreport 2075 Otis Report on the Creative Economy of the Los Angeles Region

skewed, meaning there are
exceptionally high or low
values, the mean candiffer
from the median by awide
margin. Forexample, agents
and business managers of
artistsand performersinLos
Angeles County have amean
annualwage of $130,0560,
buta median annual wage

of $88,620 - adifference of
$41,430. Thisimplies there
are individuals employedin
this occupation earning an
exceptionally high annual
wage. Theseindividuals
skew the meanwage
significantly higherthan the
median, giving aninaccurate
impression of what most
people canexpecttoearnin
this occupation.

10

There were 10 creative
occupations forwhich
median annual wage
was notreportedinLos
Angeles Countyand15
in Orange County.
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SELECTED ANNUAL MEDIAN WAGE FOR
CREATIVE OCCUPATIONS, 2014

LOS ANGELES COUNTY

Software, Developers, Applications

Producers & Directors

Landscape Architects

Film & Video Editors

Architects

Multimedia Artists & Animators

Art, Drama, Music Teachers, Postsecondary

Fashion Designers

Commercial & Industrial Designers

Sound Engineering Technicians

Interior Designers

Graphic Designers

Fabric & Apparel Patternmakers

$102,310
$101,480
$92,700
$85,590
$81,080
$80,520
$74,680

$67,080

$59,300

$53,220

$51,390

$46.,680

Source: Bureau of Labor Statistics, Occupational Employment Stastistics

ORANGE COUNTY

Art, Drama, Music Teachers, Postsecondary

Software, Developers, Applications

Architects

Multimedia Artists & Animators

Commercial & Industrial Designers

Landscape Architects

Fashion Designers

Producers & Directors

Fabric & Apparel Patternmakers

Interior Designers

Sound Engineering Technicians

Graphic Designers

Film & Video Editors

$105,150
$101,930
$83,330
$73,680
$68,640
$68,540
$62,600
$62,360
$59,220

$58,510

$54,990

$50,100

$31,190

Source: Bureau of Labor Statistics, Occupational Employment Stastistics
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TABLE 21:
EMPLOYMENT AND EARNINGS FOR SELECTED
CREATIVE OCCUPATIONS, 2013 VS. 2014

LOS ANGELES COUNTY

ORANGE COUNTY
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LOCATION QUOTIENTS IN THE LOS ANGELES REGION

Alocation quotient (LQ) can be used to quantify the concentration of a particular
industry, industry cluster, occupation or demographic group in a region compared
with the nation. It reveals what makes a region unique.

AnLQ of 1.0 for an occupation means that a region has the same (or average)
concentration of that occupation as does the nation as awhole. Ifthe LQ of an
occupationis above 1.0, the region has a higher than average concentration of that
occupation. Higher-than-average location quotients for a given occupation or
industry suggesta competitive advantage for that region vis-a-vis the nation and
otherregions with respect to that occupation orindustry.

Asindicated in the figures to the right, the Los Angeles Region has high LQs ina
number of creative occupations, meaning they have a higher concentration of
those occupations than the nation as awhole. In Los Angeles County, the ten
occupations with the highest location quotients were all creative occupations.
In Orange County, just one of the top ten occupations by location quotient was
creative: landscape architects.

OCCUPATIONS WITH THE HIGHEST LOCATION-
QUOTIENTS IN LOS ANGELES COUNTY

Film and Video Editors
Media and Communication Workers, All Other

Makeup Artists, Theatrical and Performance

Media and Communication Equipment Workers

Agents and Business Managers of Arists, Performers

Fabric and Apparel Patternmakers

Fashion Designers
Sound Engineering Technicians

Multimedia Artists and Animators

Producers and Directors

Source: Bureau of Labor Statistics, May 2014
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ORANGE COUNTY

Painters, Paperhangers, Plasterers, Stucco Masons
Fabric Menders, Except Garment

Biomedical Engineers

Landscape Architects

Carpet Installers

Anthropologists and Archeologists

©
N

Drywall and Ceiling Tile Installers
Pediatricians, General
Grinding and Palishing Workers, Hand

4.22

Computer Hardware Engineers

Source: Bureau of Labor Statistics, May 2014

The importance of the arts and culture to economic developmentis well
established. Because many arts organizations are nonprofits, they rely heavily on
charitable contributions and volunteers thatare not captured in typical economic
statistics like employment and payroll. However, to leave these organizations out
of this analysis would present an incomplete picture of the creative sector and the
role it playsintheregional economy of Los Angeles and Orange counties.

Information on nonprofitsis limited, but the IRS publishes some data on tax-
exempt organizations as part of its Statistics of Income (SOI) program. The IRS
offers the most comprehensive and standardized publicly available data on
tax-exemptorganizations, but there are significant limitations. The SOl files are
complied annually by using information gathered from the Form 9390 filed by
nonprofit organizations. The SOI files include all 501(c)(3) organizations with $30
million or more in assets, all organizations filing under sections 502(c)(4) through
5017(c)(8) with $10 million or more in assets, and a sample of a few thousand
smaller organizations peryearthatare selected to represent the entire universe of
nonprofit organizations.

The SOl data are cumulative and are the mostrecent information the IRS has on

file forexempt organizations. The year designation on SOl files is based on the
starting year for an organization’s tax return, which is not necessarily its fiscal year.
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Therefore, this data does not cover a specific calendar year butinstead, provides
a snapshotatthetimeitwas accessed ofthe state’'s nonprofit arts sector
(September 2015). Additionally, the SOl data do notinclude information
pertaining to employment.

The SOl sample contained a total 2,157 nonprofit organizations in Los Angeles
County classified as arts, culture and humanities organizations. In Los Angeles
County, the nonprofit segment of the creative economy is spread across many
types of organizations, but was most highly concentrated in organizations that
promote culture and ethnic awareness (13.9% of the total); arts and cultural
organizations (10.3%; theater (9.3%); music (6.4%); and film/video-related
organizations (5.2%).

Nonprofit arts education also has a significant presence in the region. Based on
the SOl sample, there were 15 performing arts schoolsin Los Angeles County and
102 nonprofit organizations dedicated to arts education.

The total income reported by nonprofits in Los Angeles County amounted to $2.2
billion. Art museums earned 21.2% of nonprofitincome in the county. History
museums earned 12.4% of the total, followed by cultural and ethnic awareness
organizations (3.2%), symphony orchestras (7.56%), support organizations (6.7%),
and arts education (6.0%).

In Orange County, there were 609 organizations listed in the SOl sample. The
largest sector was cultural and ethnic awareness organizations (156.9%, arts and
cultural groups (9.5%), and historical societies (8.0%). Arts education also has a
visible presence in Orange County with four nonprofit performing arts schools and
2b arts education organizations. Interms of income, Orange County’s performing
arts centers earned the largest share (29.3%), followed by arts and cultural
organizations (12.9%]); symphony orchestras (10.7%) and museums (8.7%).

Anotherway to measure the importance of the nonprofit sectoris to look at the
caollective value of assets owned by nonprofit organizations in the region. Based on
the sample data, nonprofits in Los Angeles County reported assets valued at $6.5
billion to the IRS. The largest share of assets was concentrated in art museums
and history museums, 33.2% and 16.2% respectively. This is not surprising
considering the worth of the region’s collections and the rising value of the real
estate on which they are housed. In Orange County, nonprofits reported a total of
$939 million in assets, with by far the largest share held by performing arts
centers (48.9%).

Creative people, as well as many others, want diverse cultural amenities. High
concentrations of cultural workers and attractions make an area more appealing
by improving quality of life and by drawing visitors to the area. Additionally, the
educational and outreach services provided by nonprofit arts organizations play
animportantrole in training the next generation of creative individuals.
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TABLE 22:
COMPARISON OF NONPROFIT SECTOR FIGURES
REPORTED 2013 OTIS REPORT VS. 2014

TABLE 23:
ARTS-RELATED NONPROFITS AND REGIONAL SHARES, 2015

LARGEST ARTS NONPROFIT SECTORS BY NUMBER OF ORGANIZATIONS
BASED ON SOl SAMPLE STATISTICS™

ORANGE COUNTY

LOS ANGELES COUNTY NUMBER OF
NUMBER OF ORGANIZATIONS ORGANIZATIONS
IN SAMPLE: IN SAMPLE:

2,157 609

10.3% 13.9%

n
Note: Allthe figures related
tothe nonprofitsector

cited above and in Table 35

35.8% All Other Organizations 371%  All Other Organizations .
. . and Table36inthe

13.9% Cultural, Ethnic Awareness 16.9% Cultural, Ethnic Awareness ) )

10.3% Arts, Cultural Organizations 9.5% Arts, Cultural Organizations appendix are ('jerwed from

9.3% Theater 8.0% Historical Societies arepresentative sample

64%  Music 57%  Music FanonperltDrganlzat@ns

5.2%  Film, Video 5.3% Arts Culture and Humanities in the Los Angeles Region.

5.2%  Arts Culture and Humanities 51%  Singing, Choral While usefulinferences )

4.7%  Arts Education 4.6%  Performing Arts Organizations canbe m.ade hasedlun this

4.6%  Performing Arts Organizations 4.6%  Theater sample‘, |td0.esn0t|nclude

4.5% Dance 41%  Arts Education theentireuniverse of
nonprofitorganizationsin

Source: IRS SOI Statistics Source: IRS SOI Statistics the region.
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Educationinthe artsis a necessary part of preparing students to meet the
demands of the twenty-first century workforce where workers now have to
compete in a global labor market. Much attention is paid to STEM (science,
technology, engineering and mathematics) courses as a vehicle for preparing
students to meet the challenges of an increasingly interconnected world. There
is concern that too few STEM-educated students (especially young women) are
entering the workforce at sufficient performance levels to meet labor-market
demand. The arts and sciences are still seen as separate educational tracks with
students encouraged to specialize in one or the other, butif nurturing creative
students is desirable, then this kind of thinking can be limiting. One way to
persuade more young people to pursue STEM-related subjectsis to incorporate
the artsintoa STEM course of study, thus moving from STEM to STEAM.

Arts education fosters creative, critical thinking, problem solving and
collaboration. In some ways, creativity has hecome as importantin modern
education as mastering specific language and computational skills. Technological
innovation is moving ahead so rapidly that functional capabilities have become
lessimportant to employers than the ahility of employees to reinvent and
adaptthemselves to adynamic industry and economic environment. In other
words, workers of all stripes need to be creative. They also need to be skilled
atcommunicating theirideas to co-workers in a collaborative environment. It
then follows that creativity training via arts education may be a componentofa
successful workforce development strategy.

Additionally, while no one questions the necessity of mastering language, math
and science skills, a singular focus on these subjects ignores the needs of students
whose talentsrunin a different direction. Marginalizing the arts risks marginalizing
these students. When this happens, they may never develop their unique talents or
realize their full potential. In addition to the individual loss, society as a whole

is diminished.

Thereis a body of research that has shown arts education engages studentsin
learning. When students are engaged, truancy and dropout rates decline. Student
involvementin the artsis linked to higher academic performance, increased
standardized test scores, and greater involvementin community service.
Studies have demonstrated that students who attend schools where the arts are
integrated into the classroom curriculum outperform their peers in math and
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reading who did not have an arts integrated curriculum. Thus, while arts education
atthe K-12 level may lead to cultural enrichment, itis also very important for both
social and economic reasons.

California has one of the strongest policies on arts education in the nation, but
uneven implementation and funding issues have resulted in huge disparities
between schoolsin affluent areas compared with those in low-income areas.
This situation creates opportunity gaps that, down the road, contribute toincome
and wealth inequality. In an era of tight budgets and a single-minded focus on
standardized testing, arts education came to be viewed as a luxury. That mind set
ischanging, but change has been slow in coming.

The California Department of Education tracks student enrollmentin course
subject areas. This allows for the analysis of student participation in creative
courses atthe K-12 level. Beginning with the 2014 Otis Report on the Creative
Economy of the Los Angeles Region, this section was expanded from a discussion
limited to art, dance, music and theater classes to include media, entertainment,
design and information technology. This maore inclusive set of creative subject
areas aligns closely with the industries and occupations that define the creative
economy. What follows below, and in more detail in the ,isa
description of the region’s K-12 creative talent pipeline.”

According to the California Department of Finance, birth projections indicate a
decline contributing to lower K-12 enroliment and reduced growth for future total
enrollment. Overthe next10 years, K-12 enrollmentin California is projected to
decline by 0.4% (23,600 students). In Los Angeles County, K-12 enrollment is
expected to fall by 100,400 students (-6.6%), while in Orange County, enroliment is
forecastto contract by 45,700 students (-9.1%).

K-12 studentenrollmentin Los Angeles was down by 0.5%
in the 2014-15 academic year (AY) compared with the previous year. Enrollmentin
creative subject areas was also lower ([down by 0.8%) even though the number of
creative classes offered was up by 2.2%. The number of creative classes that met
UC/CSU entrance requirements also increased, rising by 5.0%. Accounting for the
decline in creative class enrollment was a drop in the number of students taking
art, drama/theater, English language arts (creative writing, journalism), music,
information technology (media design, game development, etc.), and fashion and
interior design. Enrollmentincreases occurred in arts, media and entertainment,
dance, engineering and architecture, and product design (graphic production,
jewelry design, product design, etc.).

Looking atenrollmentin creative subject areas by sex, the distribution between
male and female students has been consistent over the last five years with
females comprising about 51% of creative course enrollment and males 49%.
There is considerable variation by subject area with girls outnumbering boys in

www.otis.edu/econreport 2075 Otis Report on the Creative Economy of the Los Angeles Region

12

The California Department
of Education course subject
area data changed following
the 2012-13 academic year
The data fortheyears 2013~
14 and 2014-15 AY included
new subjectareas while
otherswere deleted. Forlist
of subjectareas and courses
see Table 41in the appendix.
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dance, English language arts, drama and fashion. Conversely, there continues

to be awide gap between male and female enrollmentin engineering and design,
and computer courses although itis starting to narrow. For example, five years
ago 31% of students enrolled in computer education courses were female. In the
2074-15 AY, the share of female students had increased to 37%. Similar trends
are occurring in engineering and architecture, information and communication
technology and manufacturing and product development as more girls take an
interestin these subject areas.

Total K-12 student enroliment fell by 0.4% in 2014-15 AY compared
with the previous year, but creative course enrollmentincreased by 5.9%. The
number of creative classes offered rose by 0.9% while the number of US/CSU
eligible classes was unchanged.

Of the 13 creative subject areas analyzed, enrollment declined in four: dance,
drama, English language arts, and fashion and interior design. There were large
increases in art; arts, media and entertainment; computer education; engineering
and architecture; and product development.

Looking at Orange County enrollmentin creative subject areas by sex, the
distribution is similarto Los Angeles County with females comprising 52% of
creative course enrollment and males 48%. Again, male-female ratios vary by
subject area, but enrollmentin engineering and information technology classesin
Orange County was even more heavily weighted toward males: 78% versus 22%
for females during the 2014-15 AY.

POST-SECONDARY ARTS EDUCATION

Southern Californiais fortunate to enjoy both the richness and caliber of higher
education programs available in the arts. The number of persons employed in
postsecondary arts education is difficult to pin down. Individuals who work at fine
and performing arts schools are reported in the EDD employment data [NAICS
61151). However, arts educators at colleges and universities and technical schoals
that offer degree programs in the visual and performing arts are not separated in
the employment data.

Below is a list of universities, colleges, trade and technical schools in Los Angeles
and Orange counties offering degree programs in the creative industries:
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TABLE 24:
POST SECONDARY INSTITUTIONS OFFERING
ARTS DEGREE PROGRAMS IN THE LOS ANGELES REGION
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Why did we write this report? First, understanding the size and contribution

of the creative industries to the state economy is a critical first step toward
enabling greater statewide coordination of resources and services to support
those industries. This could include statewide policies that support the creative
industries infrastructure, improve access to financial investment and business
support programs and in turn, ensure the sustainahility of the arts and cultural
assets. [t may also be used for other purposes, among them:

+ Tojustifyincreased emphasis on creative economy career paths through
technical and university institution.

+ Toleveragethe creative industries to increase the competitiveness of other
businesses where innovation in design and aesthetic content are critical to
market share.

+ Todevelop strategies for attracting and retaining creative talent.

+ Todevelop marketing and branding to promote creative assets both to
businesses and as cultural tourism.

+ Todevelopasupportand networking structure thatincludes convening
leadership and building collaborative connections across industries.

Otis College of Art and Design, a critical component of the creative economy,
commissioned the analysisin this reportto put real numbers to the business of
creativity. Otis and the LAEDC carried out this research because in the state of
California, creativity is fundamental to economic growth and prosperity.
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NOTES ON METHODOLOGY & DATA

In 2007, Otis College of Art and Design commissioned the LAEDC to undertake the
first comprehensive analysis of the creative economy in the Los Angeles region
and evaluate its contribution to the overall regional economy. The Otis Report on
the Creative Economy of the Los Angeles Region has been produced every year
since then.

In 2013, however, the research methodology was changed in three ways. The first
two changes involve changes in the definition of the creative economy. First,
additional sub-sectors within the creative industries were added to the existing
creative industries. Second, a new sector was added: publishing and printing.

Both of these changes better align the creative industry definitions used in this
research with the definitions that are increasingly being adopted elsewhere in the
literature. The creative sectors or industries in this report encompass the following
eleven areas:

+ Architecture and interior design
+ Artgalleries

+ Artseducation

* Communications arts

+ Digital media

+ Entertainment

» Fashion

»  Furniture and home furnishings
* Productandindustrial design

» Publishing and printing

+  Toys

+ Visualand performing arts

The data collected for this reportincludes employment, the number of
establishments, payroll activity, and other measures for all the creative economy’s
component sectorsin California, which come from the following sources:

+ U.S.Bureauofthe Census

+ U.S.Bureau of Labor Statistics

+ California Employment Development Department
+ California Department of Education

+ Internal Revenue Service

Much of the industry-level information in this report comes directly from

the California Employment Development Department’s Quarterly Census of
Employment and Wages (JCEW] series. These data are based on unemployment
tax payments that all firms with employees are required to make into the state
unemploymentinsurance fund. Because the coverage is so comprehensive, this
sourceisthe best available foremploymentand wage information.
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The third change relates to data used in the contribution analysis component of
this study. Asinrecentyears, the IMPLAN model was used to assess the economic
contribution of the creative industries to the overall economy. In conceptual
terms, economic contribution analysis evaluates the ripple effect of a specific
economic activity throughout the rest of the economy. Contribution analysis
capturesthe directimpact as well as the indirect and induced impacts of that
activity on employment, output, and taxes.”

However, in a departure from pastyears, beginning in 2013, the contribution
analysis began using employment and payroll data from the QCEW, rather than
estimated sales, shipments, and revenues that were hased on data from the
Economic Census.

Because the definitions used in this study were expanded and because the
methodology has been altered from previous years, the figures contained in this
report are notdirectly comparable to studies conducted by OTIS and the LAEDC
priorto 2013.
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TABLE 25:

ECONOMIC CONTRIBUTION OF THE CREATIVE INDUSTRIES,
LOS ANGELES COUNTY, 2014

*Property, state and local personal income taxes and sales taxes generated by earnings and spending
of the directand indirect workers. Details may not add to totals due to rounding
Source: California EDD, QCEW data; Bureau of the Census; indirect contributions estimated by LAEDC

TABLE 26:

ECONOMIC CONTRIBUTION OF THE CREATIVE INDUSTRIES,
ORANGE COUNTY, 2014

*Property, state and local personal income taxes and sales taxes generated by earnings and spending
of the directand indirect workers. Details may not add to totals due to rounding

Source: California EDD, QCEW data; Bureau of the Census; indirect contributions estimated by LAEDC
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TABLE 27:
CREATIVE INDUSTRIES EMPLOYMENT, LOS ANGELES COUNTY 2008-2014

Source: California EDD, Labor Market Information Division, Q)CEW data
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TABLE 28:
LOS ANGELES COUNTY CREATIVE INDUSTRIES EMPLOYMENT
YEAR-TO-YEAR COMPARISONS, 2009-2014

Source: California EDD, LMID, QCEW Series
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TABLE 28:
CREATIVE INDUSTRIES EMPLOYMENT,
ORANGE COUNTY 2008-2014

Source: California EDD, Labor Market Infomation Division, ES202 data
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TABLE 30:
ORANGE COUNTY CREATIVE INDUSTRIES EMPLOYMENT
YEAR-TO-YEAR COMPARISONS, 2009-2014

Source: California EDD, LMID, QCEW Series
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TABLE 31:
LOS ANGELES COUNTY EMPLOYMENT BY
CREATIVE OCCUPATION, 2009-2014

Note: Computerand mathematical (software developers applications, 156-1132 and systems, 16-1133) totaled 27,200 jobs
in2014, butwere left out of this tahle because there was no comparable data for 2009 due to achange in how these occupations
were coded.

«=indicates thatawage orlocation quotientestimate are notavailable
-+ =indicatesthatanemploymentestimateis notavailable

Source: Bureau of Labor Statistics. Occupational Employment Satistics
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TABLE 32:
ORANGE COUNTY EMPLOYMENT BY
CREATIVE OCCUPATION, 2009-2014

Note: Computer and mathematical occupations (software developers applications, 156-1132 and systems, 15-1133) totaled
15,470 jobsin 2014, butwere left out of thistable because there was no comparahle data for2009 due to a change in how these
occupations were coded.

«=indicates thatawage orlocation quotientestimate are notavailable
-+ =indicatesthatanemploymentestimateis notavailable

Source: Bureau of Labor Statistics. Occupational Employment Satistics
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TABLE 33:
LOS ANGELES-ORANGE COUNTY SHARES OF CALIFORNIA
EMPLOYMENT BY CREATIVE OCCUPATION, 2014

Note:1. Occupational employment
projectionsinclude self-employed, unpaid
family waorkers, private household workers,
farmand nonfarm employment.

2."“na” informationis notavailable

Source: California EDD LMID; U.S. Bureau
of Labor Statistics Current Employment
Statisticsand QCEW industry employment
and employment statistics data
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TABLE 34:
LOS ANGELES-ORANGE COUNTY COMPARISON OF ANNUAL MEDIAN WAGES
BY CREATIVE OCCUPATION, 2014

Note:

1. Occupational employment
projectionsinclude self-employed,
unpaid family workers, private
household workers, farm and nonfarm
employment

2.“na” informationis not

availahle

Source: California EDD LMID; U.S.
Bureau of Labor Statistics Current
Employment Statistics and QCEW
industry employmentand employment
statistics data
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TABLE 35:
LOS ANGELES COUNTY ARTS-RELATED NONPROFIT SECTOR

*Not otherwise classified
Source: IRS S0I Statistics
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TABLE 36:
ORANGE COUNTY ARTS-RELATED NONPROFIT SECTOR

*Not otherwise classified
Source: IRS S0I Statistics
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TABLE 37:
LOS ANGLES COUNTY K-12 CREATIVE COURSE ENROLLMENT BY SEX

*1B: International Baccalaureate diploma programis a two-year comprehensive and rigorous pre-
university curriculum leading to an IB diploma. Successful IB candidates are typically granted advanced
placementcreditatthe finestuniversities and collegesin the nation.

Source: California Departmentof Education, DataQuest

TABLE 38:
LOS ANGELES COUNTY K-12 CREATIVE COURSES MEETING
UC/CSU REQUIREMENTS

*1B: International Baccalaureate diploma programis a two-year comprehensive and rigorous pre-university curriculum leadingto an IB
diploma. Successful IB candidates are typically granted advanced placement creditatthe finest universities and colleges in the nation.

Source: California Department of Education, DataQuest

Notes:

1.Course enrollmentsinclude only the number of K-12 public students enralled in the class on “Information Day,” a Wednesday in early
Octoberofthe school yearindicated.

2.Sincethisdataiscollected onasingledayinfall, coursesthatare only offered laterinthe yearwill nothe included on this report.
3.Keepinmindthatthe course enroliment totals may be duplicating counts of students (a single student may be enrolled in more than
our “Creative” course) and should not be mistaken as official enroliment.
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TABLE 39:
ORANGE COUNTY K-12 CREATIVE COURSE ENROLLMENT BY SEX

*1B: International Baccalaureate diploma programis atwo-yearcomprehensive and rigorous pre-university curriculum leadingtoan IB
diploma. Successful IBcandidates are typically granted advanced placementcreditatthe finest universities and colleges in the nation.
Source: California Department of Education, DataQuest

Notes:

1. Course enraollmentsinclude only the number of K-12 public students enrolled inthe class on “Information Day,” a Wednesday in early
Octoberofthe schoolyearindicated.

2.Sincethisdataiscollected onasingle dayinfall, coursesthatare only offered laterinthe yearwill notbe included on this report.

3.Keepinmind thatthe course enroliment totals may be duplicating counts of students (a single student may be enrolled in more than
our“Creative” course) and should not be mistaken as official enroliment.

TABLE 40:
ORANGE COUNTY K-12 CREATIVE COURSES MEETING UC/CSU REQUIREMENTS

*1B: International Baccalaureate diploma programis atwo-yearcomprehensive and rigorous pre-university curriculum leadingtoan IB
diploma. Successful IBcandidates are typically granted advanced placementcreditatthe finest universities and colleges in the nation.
Source: California Department of Education, DataQuest

Notes:

1. Course enrallmentsinclude only the number of K-12 public students enrolled inthe class on “Information Day,” a Wednesday in early
Octoberofthe schoolyearindicated.

2.Sincethisdataiscollected onasingle dayinfall, coursesthatare only offered laterinthe yearwill notbe included on thisreport.

3.Keepinmind thatthe course enroliment totals may be duplicating counts of students (a single student may be enrolled in more than
our“Creative” course) and should not be mistaken as official enroliment.
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TABLE 41:
K-12 CREATIVE COURSES BY SUBJECT AREA
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